8 CHAPTER 8 

Internal Audit 




INTERNAL AUDIT 


During the period under review the Eden District Municipal- 
ity has established an Internal Audit Unit, consisting of a Chief 
Internal Auditor and two Assistant Internal Auditors. Prior to 
the establishment of this unit, EDM engaged the services of lA 
Professionals, an external company that performed internal au- 
dit duties for the district municipality. During this period EDM 
also employed two internal auditors who performed duties as 
the internal audit department. 

Internal audit work performed by the outsourced internal 
auditors 

• A strategic risk-based internal audit plan was pre- 
pared for the period 2007/08-2009/10 and an operational inter- 
nal audit plan for 2007/08. This plan was only executed during 
the period 2008/09 and first 2 months of 2009/10. The internal 
audit plan did not providet a comprehensive overview of all the 
risk areas in the municipality and it was not certain how the 
risks contained in the risk register were identified and evalu- 
ated. 

• The audit committee at that time was not functional. 
Internal audit reports pertaining to the areas that were how- 
ever included in the audit plan, and executed accordingly were 
never submitted to the audit committee for review. 

• Management comments were never obtained for the 
exceptions noted in the areas audited, and as a result, imple- 
mentation of the recommendations was not performed. 

• To conclude, it is evident that a proper and full inter- 
nal audit service was not provided. This was further in line with 
the findings of the Auditor General in the 2008/09 audit report. 
Internal audit work performed by the Internal Auditor em- 
ployed by Eden DM 

• This Internal Auditor did not perform internal audit 
procedures according to an internal audit plan. The main du- 
ties involved leave application forms, creditor payments and a 
few ad-hoc investigations. Most of the duties constituted get- 
ting involved in line management functions, whereby checks 
will be performed prior to capturing onto the relevant systems. 
This is not in line with the Professional Standards on Internal 
Auditing. 

• Recommendations were not consistently issued for 
the exceptions noted and management comments were never 
obtained. As a result, once again, implementations were not 
performed. 

• Reports were not submitted to the audit committee 
for review. 

• To conclude, it is evident that a proper and full inter- 
nal audit service was not provided. This was further in line with 
the findings of the Auditor General in the 2008/09 audit report. 


The newly established internal audit unit 

The current internal audit unit was established in terms of sec- 
tion 165 of the Local Government: Municipal Finance Manage- 
ment Act, No. 56 of 2003. 

The purpose of the internal audit, which is in line with the 
MFMA, and clearly outlined in the internal audit charter, is 
inter alia: 

• To prepare a risk-based internal audit plan and an in- 
ternal audit program for each financial year. 

• To advice the accounting officer and report to the au- 
dit committee on the implementation of the internal audit plan. 

• To ensure an efficient system of risk identification and 
risk management are in place. 

• To ensure that correct and accurate financial, manage- 
ment, and operational control systems and procedures are in 
place. 

• To enable management to produce reliable informa- 
tion to be useful in decision-making processes. 

• To evaluate the performance management system and 
performance reports according to the prescribed frequencies. 

• To ensure compliance to policies, regulations, and 
procedures in terms of prescribed guidelines and applicable 
laws. 

• To ensure value for money, in the form of quality ser- 
vice delivery through the economic efficient and effective utili- 
sation of available resources. 

In promoting Good, Gorporate Governance, the newly estab- 
lished internal audit unit had the following areas of success: 

• Internal audit 

• An internal audit charter was approved by the audit 
committee, and will be submitted to council for approval with- 
in the next month. 

• Action plans on the Auditor General Audit report for 
2008/09 were developed and maintained by the internal audit 
unit. These reports were monitored by the internal audit unit 
and reviewed at the audit committee meetings. 

• Action plans were developed for all the exceptions 
noted by the outsourced internal auditors and the in-house in- 
ternal auditor. These action plans were monitored and evaluat- 
ed whereby the recommendations were implemented in order 
to make a determination on the status of these. 
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• An evaluation was made of the outstanding items on 
the audit plan to be included in the plan to be followed for to- 
wards the end of the financial year though such a time when 
the new risk identification is performed and a new internal au- 
dit strategy and plan will be established. 

• Based on the above, the following internal audit pro- 
cedures were successfully performed: Performance manage- 
ment quarters 1-3 for 2009/10, Supply chain management and 
Tourism. Extensive tests were performed on the area of supply 
chain management. 

• The above reports have been sent for management 
comments and will be tabled in the next audit committee meet- 
ing. 

• The internal audit unit of Eden District municipality 
has been identified as a central unit to lead the internal audit 
services for the municipalities in the district on a shared ser- 
vices basis. Progress has been made in this regard, whereby the 
municipal managers of the seven B-municipalities indicated, in 
a municipal manager forum meeting, that they are acceptable 
for the idea. 

• The Internal Audit forum in the district has been es- 
tablished and the first forum meeting were held on the 15th of 
July 2010. During this meeting the various internal audit repre- 
sentatives further indicated their eagerness to enter into an in- 
ternal audit shared services initiative. These forum meeting are 
being used as a platform currently, amongst others, to develop 
the shared services initiative. 


• Review the effectiveness of the council’s system of in- 
ternal control and risk management. 

• Review the financial reporting and financial state- 
ments. 

• Review the internal audit function. 

• Review the performance management systems and 
reports. 

• Review compliance to policies, regulations, and pro- 
cedures in terms of prescribed guidelines and applicable laws. 

• The audit committee has been approved by council to 
act as the performance audit committee. This is clearly high- 
lighted in the audit committee charter. 

• The risk management policy has been approved by the 
audit committee in the audit committee meeting held on the 
4th of August 2010. 

• Internal audit reports are submitted to the audit com- 
mittee for review, through formal meetings. The minutes of 
these meetings is a standing item on the council meeting agen- 
das. 

• The audit committee convened three formal meet- 
ings and three informal meetings since inception. All the audit 
committee members were present at these meetings. The meet- 
ings were as follows: 


• Audit Committee 

• Eden District municipality’s audit committee was es- 
tablished in April 2010, in terms of section 166 of the Local 
Government Municipal Management Act No.56 of 2003. The 
committee consist of the following external members: 

• Mr. J Stoffels (chairperson) 

• Mr. A Dippenaar 

• Mr. J Alberts 


Date 

18 April 
18 May 2010 
5 July 2010 
8 July 2010 
4 August 2010 
13 August 2010 


• The audit committee is fully functional and their pur- 
pose is in line with the MFMA and clearly outlined in the audit 
committee charter. The charter has been approved in the audit 
committee meeting and will be tabled in the next council meet- 
ing for approval. 

The main responsibilities are as follows: 

• Advising the municipal council, the political office- 
bearers, the accounting officer and the management staff of the 
municipality. 

• Overseeing internal controls, financial reporting and 
compliance with regulatory matters. 


Type of meeting 

Formal Meeting 
Formal meeting 
Informal meeting 
Informal meeting 
Formal meeting 
Informal meeting 
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CHAPTER 9 

Legal 




LEGAL 


Legal services consist of a Senior legal advisor and a position of 
legal officer which is vacant. 

Legal Forum 

This section took the initiative during 2006 under the guidance 
of my predecessor to establish the Southern Cape / Klein Karoo 
Legal Advisors Forum. The forum consists of the legal advisors 
from the following municipalities. 

• Bitou Municipality; 

• Knysna Municipality; 

• George Municipality; 

• Oudtshoorn Municipality; 

• Mossel Bay Municipality; 

• Hessequa Municipality and 

• Eden District Municipality 

The legal advisor of Eden District Municipality is the chairper- 
son thereof and will coordinate the workings and functioning 
of the forum. 

The forum meets hi-monthly and the meetings are held on a 
rotation basis. 

The purpose of the forum is to discuss and debate recent devel- 
opments pertaining to local government law and to exchange 
ideas and information on how to resolve disputes and challeng- 
es in the local government sphere. 

Legal opinions and advice 

This section provides the entire organization with legal advice 
and opinions on request from various departments. The legal 
forum is an invaluable source of information when a particular 
municipality needs legal advice. 

Contracts 

The writer frequently drafts lease agreements and contracts on 
request from other departments in the organization. I am re- 
sponsible to scrutinize agreements which were drafted by third 
parties prior to the municipal manager signing same. 

Litigation 

Council is making use of local firms of attorneys in litigation 
and the attorneys are being used on a rotation basis in terms of 
the Supply Chain Management regulations. 


been done of all the contracts to ascertain which properties are 
still being leased from Council and the amount of rental we are 
receiving as well as properties that were leased during a certain 
period in the past which contracts have now expired. 

Processes have already been implemented to update the prop- 
erty register which was neglected in the past and considerable 
progress made in this regard. 

Risk Management 

Further to the aforementioned, a Risk Management Commit- 
tee has been established which consists of all the Senior Man- 
agement. During June 2010 a Risk Implementation Plan was 
developed with a view to give effect to the implementation of 
the risk management activities planned for the 2010/2011 fi- 
nancial year. 

Section 62 of the MFMA requires that: 

“The accounting officer of a municipality. . . has and maintains: 

i. Effective, efficient and transparent systems of finan- 
cial and risk management and internal control; and 

ii. A system of internal audit operating in accordance 
with any prescribed norms and standards.” 

Pursuant to the aforesaid provisions management has em- 
barked on a process to develop a risk management strategy and 
risk management policy. For the first time in the history of this 
municipality a risk management unit has been established and 
a chief risk officer appointed who will coordinate risk manage- 
ment throughout the organization. Risk Champions have been 
identified in the different departments with a view to coordi- 
nate risk management in their respective departments. 


Contract Management 

This is an area that was neglected for the past couple of years 
which resulted in Council losing millions of rand in revenue. 
A contract management unit has now been established within 
the office of the Municipal Manager. The contract management 
unit is now busy with a master plan with specific guidelines 
to manage all contracts in the municipality. An evaluation has 
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CHAPTER 10 

Technical Services 



The impact of Technical Services is beyond just mere building roads, also 
extending to building communities through the roads network but most 
importantly building on our staff who work for u. 

COUNCILLOR: Annelene Hartnick I Technical Services 


EXECUTIVE MANAGER: Zukwisa Ntile I Technical Services 



TECHNICAL SERVICES 


1. Bulk Water Master Plan: 

The bulk water master plan was completed on time 
at 30 June 2010. it comprised 8 business plans for the 
7 Local municipalities and the DMA, a status quo 
report and a cross-border regional concept report. 

Financial issues: 

Cost of the project: 

The original tender was for R 2 490,000.00 excl vat. 
The final cost was R 2 489 741.4 (excl vat). It was the 
first district water master plan in the Western Cape 
and was evaluated and signed-off by all 7 LM s and 
the Eden dm after an extensive workshop of the draft 
report stage. The next stage is the identification of 
potential cross-border bulk water supply sources for 
which feasibility studies will be undertaken. 

Co-funding: 

An amount of R500 000.00 was secured from DWA 
to add to council’s R 2 000 000.00 budget. 

2. Bulk Wastewater Master Plan: 

Due to insufficiency of council’s own funding ability, 
an external grant was obtained from DLG (PGWC). 
The study only began on 17 June 2010 and will ter- 
minate by 31 December 2010. The tender value is R 
1 237 150.00 (excl Vat). Additional funding is being 
sought via DLG/DBSA in order to finalise the study. 

3. Stormwater master plan: George Municipality: 

This is a pilot project being conducted by George mu- 
nicipality as a first in the Western Cape. The project 
was some 40% complete at 30 June 2010. It includes 
CCTV coverage of inaccessible stormwater systems 
and computer modeling of the network which will 
inform maintenance and upgrading needs. 

It is a multi-year project and the technical services 
department of Eden DM co-ordinated a 4-way fund- 
ing partnership in 2008/09 with the DBSA,DLG, 
Eden DM and the George municipality in the total 


amount of R2.4m. There is a project steering com- 
mittee and the 3 external funding partners are repre- 
sented on this committee. 

The outcome of the study will be, 

A) a best practice stormwater management 
manual which will be of enormous significance for 
local municipalities and 

B) a pro-forma tender specification which will 
available to all municipalities for future use in simi- 
lar projects. 

The advantage of this will be that it will incorporate 
all the best practices and negate any shortfalls con- 
tained in the original brief given to the service pro- 
vider. The project is continuing. 

4. Town Engineers Forum: 

Eden’s technical services department co-ordinates 
the meetings of this important forum which the Re- 
gional Director of the DWA classified as a best prac- 
tice in the RSA. Matters of regional and local engi- 
neering concern are debated and all master planning 
processes are jointly participated in and reviewed. 
The forum meets monthly. 

5. Emergency Borehole Projects: 

Due to the serious drought which began in 2008, the 
EDEN DM reprioritized its own budget and allocat- 
ed R6 000 000.00 for emergency borehole projects in 
Knysna and George municipal areas. 

The analysis for the identified areas projects were as 
follows: 

Targets: 10 borehole each for Knysna and George 

Achieved: Knysna 20 boreholes 

George 18 boreholes 

Target delivery: 2.5 Ml per LM per day 
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Achieved delivery (safe yield):Knysna 4.8Ml/day 
George 8Ml/day 

Budgeted amount : R 6 000 000.00 
Expenditure: R 5 638 064.38 
Time: Achieved in 4 months. 

6. Drought Disaster Mitigation: 

When the drought which hit the EDEN district 
in 2008 continued into 2009, a drought disaster 
management process commenced. The forum was 
chaired by DEG and DWA. Mr J. du Preez devised a 
Water Crisis Mangement report which placed each 
municipality into various categories of risk accord- 
ing to the degree of the drought impact on each mu- 
nicipality. 

This report which was also an intensive analysis of 
the EDEN hydrological characteristics formed an 
important measuring tool whereby applications for 
emergency drought relief funding was obtained from 
National government. It has been widely distributed 
throughout the DWA and provincial structures as a 
best practice for monitoring of drought relief needs 
and measures. 

1 . 3 Executive Summary 

The Technical Services Department consist of three 
legs, being Road Maintenance as an agency func- 
tion for PGWC: Roads Infrastructure Branch, Public 
Transport, which is a Council function, but projects 
are funded by PGWC as the main co-funder and 
Bulk Infrastructure Planning. 

1.3.1 Road Maintenance 

The function of the division is to maintain provincial 
main, divisional and minor roads as and agent for 
Province. The work executed and personal salaries 
are funded 100% by Province. The Eden District 
Municipality has a service delivery agreement with 
Province which links into the Provincial Annual 
Performance Plan. 


1.3.2 The main functions of this division are: 

• Grading of gravel roads 

• Repair and maintenance of tar roads 

• Bush cleaning along roads 

• Cleaning of stormwater structures 
(repairs hereto) 

Capital projects carried out by the division, should 
such funds be allocated to council are: 

• Regravel of gravel roads 

• Reseal of tar roads 

• Blood damage repairs to roads and 
structures 

• Minor constructions or reconstruction of 
sections of roads. 

• Implement Public Transport Projects 

The capital projects for regravel as completed is: 

Divisional Road 1649 Km 0.00 - 3.5 
Divisional Road 1693 Km 11.37 - 12.37 
Divisional Road 1672 Km 0.00 - 6.95 
Divisional Road 1686 Km 6.00 - 8.45 
Divisional Road 1659 Km 0.00 - 6.07 
Divisional Roadl602 Km 10.00 - 21.56 
Divisional Roadl599 Km 9.47 - 11.07 
Divisional Road 1578 Km 13.5 - 23.2 
Divisional Road 1263 Km 30 - 38.34 
Supplementary to this, the divisions are also respon- 
sible for assisting Province with data regarding work 
done, updating of the various pavement manage- 
ment systems and implementing the provisions of 
Act 21/1940 and Ordinance 19/1976. 

1.3.3 Vision: 

Our vision is “Progress starts here” 

1.3.4 Mission: 

The departments mission is: 

“Promoting and ensuring a safe and enabling envi- 
ronment. 


1.3.5 Impact on the community 

The maintenance of roads has a big impact on the 
community in that it promotes: 
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• Mobility 

• Safety for road users 

• Stimulates the economy 

• Provides access to social services such as 
school, hospitals etc. 

• Improves the quality of life 

• Creates employment opportunities 

• Creates training opportunities 

Mr J. du Preez was then seconded to the Mossel Bay 
Municipality to assist in their drought crisis on the 
17 May 2010 and was tasked to he released when the 
water levels have improved in the municipal area. 
Upon his secondment he was tasked to coordinate 
the emergency drought relief project (desalination 
plant reverse osmosis). 

1.3.6 Financial Capacity 

The maintenance of roads is funded by Public Works 
and Transport: Roads Infrastructure Branch. Funds 
allocated to Eden District Municipality for mainte- 
nance, regravel and flood damage repairs from the 
November 2007 floods amounted to R1 10 143 600.00 
of which R60 000 000.00 was for flood damage re- 
pairs alone. The actual expenditure for the period 
was R113 016 202.00, causing an over-expenditure. 
The over-expenditure was approved by the Roads In- 
frastructure Branch as the funds were spent on flood 
damage projects. 

1.3.7 Previous Financial Year 

The negative points for the previous financial year 
was the reduction of the allocated budget for main- 
tenance and regravel from R59.7 million to R47.35 
million to assist the branch in meeting over-expend- 
iture on their side. This effect reduced the outcomes 
of the maintenance and regravel executed by the de- 
partment. 

The highlight was the additional funds, R60 000 
000.00, received to effect flood damage repairs in 
the Eden area caused by the November 2007 floods. 
This increased the original allocated budget by 90% 


which means that the department spent 1.9 times 
more than what was originally allocated. 

1.3.8 Job Creation 

The additional funds have put Council in the posi- 
tion that it could provide temporary employment 
for 108 additional persons, some of which were em- 
ployed for as long as 4 months. 

The number of projects completed was 157 and 
ranged from repairs to gravel and tar surfaces to 
fixing slips and structures or completely replacing 
structures. The temporary employment also afford- 
ed Council to provide skills training to the staff, put- 
ting them in a better position to obtain permanent 
employment. 
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